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FORWARD

This manual is the culmination of the combined efforts of the Department of Revenue
and the Washington State Auto Dealers Association.

The Automobile Dealers Guide has been written to help new and used vehicle dealers
and the people who work with them understand Washington tax laws so taxes are
collected and paid correctly.

The information in this manual is current as of the date of printing. Please remember,
our laws change on a regular basis and changes after the printing date may make some
information in this manual incorrect. If you have any questions, please call the
Department of Revenue Telephone Information Center at 1-800-647-7706 or Teletype
(TTY) at 1-800-451-7985.

We appreciate the Washington State Auto Dealers Association for their cooperation
in updating this manual and guidance throughout the project. Also, special thanks to
the Washington State Auto Dealers Association for the printing and distribution of
this manual.
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/7 \
REVENUE

TAXPAYER RIGHTS
AND
RESPONSIBILITIES

THE TAXPAYERSOF THE STATE OF WASHINGTON HAVE THE

RIGHT TO

Simple and prompt administrative
process for tax refunds and credits.

Timely, fair and equitable treatment
with dignity and respect.

Accurate written information on
reporting instructions, appeal procedures,
refund claims and reasons for assessment.

Public hearings on proposed rules.

Review and appeal of assessments,
business registration revocation and
adverse rulings.

Remedies when statutes and rules are
found to be unconstitutional.

Confidentiality of financial and business
information.

RCW 82.32A.

RESPONSIBILITY TO
Register with the Department of Revenue.

Know their tax reporting obligations and
seek instructions when they are uncertain.

Keep accurate and complete business
records.

File returns and pay taxesin atimely
manner.

Ensure the accuracy of the information
entered on their tax returns.

Substantiate claims for refund.

Notify the Department of Revenue and pay
taxes promptly when closing a business.



ACCOMMODATION SALES 1-1

What are accommodation
sales?

What are dealer trades?

Taxable?

Reimbur se previous
accommodation sale

What does" original cost"
mean?

Who can make
accommodation sales?

Automobile dedlers often sell avehicle or other items at cost
to another dealer o that the “receiving” deder can fill an
existing order. These transactions are generaly referred to as
"accommodation sales’.

Automobile dealers often trade inventory to other dealers for
various reasons. Sometimes a vehicle istraded for another
vehicle and sometimesiit is merely transferred or sold to
another dealership. Often these “trades’ are booked as
inventory transfers rather than as sales. Dedler trades differ
from accommodation sales because the receiving dealer
generally does not have an existing order of a customer for
the item.

Accommodation sales made by one dealer to another are not
taxable to the “first” dealer if the amount charged does not
exceed the origina cost of the item, and the receiving dealer
has an existing order of a customer for the item.

Deder trades are taxable wholesale sales.

When an accommodation sale occurs, the receiving dealer
may reimburse the first dealer in kind within fourteen days of
the original accommodation sale. This reimbursement isaso
considered an accommodation sale when sold at cost.

"Original cost" can include the amount paid (invoice not
reduced by holdback) by the first dealer at the time the item
was first purchased, as well as any additional costs which the
dealer can document. These origina costs must be directly
traceable to the item being sold.

Accommodation sales can include sales by adedler to
another dedler or to aleasing company, provided the saleis
made at cost and the leasing company has an existing order
from a customer.
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ACCOMMODATION SALES 1-2

Business and occupation tax Amounts received for accommodation sales must be
included in the Wholesaling-Other B& O tax classification,
but may be deducted. The deductions should be shown
under the category Casua Sales/Accommodation Sales on
the deduction detail sheet.

Deder trades are not deductible.

Documentation Accommodation sales must be documented. The origina
accommodation sale can be documented by obtaining a
completed Motor Vehicle Accommodation Sale Invoice
form (page 1-4) from the receiving dealer. Note that the
first box should be checked. In addition, the first dealer
must show that the amount charged did not exceed the
origina cost of the item.

To document a reimbursement of the original
accommodation sale, reimbursing dealer can obtain a
Motor Vehicle Accommodation Sale Invoice form from
the dealer being reimbursed. Note that the second box
should be checked. In addition, the reimbursing dealer
must show:

That the amount charged did not exceed the original
cost of theitem;

That the reimbursement was made within 14 days of
the original accommodation sale; and

That the origina accommodation sale had an existing
order from a customer.

The form on page 1-4 may be purchased from the
Washington State Auto Dealers Association. Similar forms
may be purchased at business stationery stores or drafted
by each dedler for their own use.

The documentation must be kept by the seller for 5 years.

AUTO DEALERS GUIDE * FALL 2000



ACCOMMODATION SALES 1-3

Examples

Reference

1. XY Z dedler has a purchase order from a customer for a
vehicle of a specific model, color, and options. XY Z does
not have avehicle in stock that meets the requirements of
the customer. XY Z learns that ABC Dealer has avehicle
in stock which will meet the purchaser's requirements.
ABC agreesto sell the vehicleto XY Z at actual cost. The
agreed price includes transportation costs and costs
incurred by ABC in preparing the vehicle for sale. The sale
by ABC to XY Z is an accommodation sale and not
taxable.

2. Assume the same facts asin example 1, except that
ABC charges XY Z $200 in excess of costs. This
transaction is taxable. Since the selling price exceeds
documented costs, the conditions for exemption have not
been met.

3. ABC decidesto sell several older cars from its inventory
to XYZ. These cars are al sold at cost or below cost.
Thereisno indication that XY Z has an existing order from
acustomer for any of these cars. These sales, even if made
at cost, are taxable wholesale sales since al of the
requirements for exemption have not been met.

Revised Code of Washington (RCW) 82.04.425
Washington Administrative Code (WAC) 458-20-208
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Motor Vehicle Accommodation Sale Invoice

Soid By: Soid To:

Selling Price Date of Sale

Description of Vehicle:

Make Model
Motor No
Year Serial No

(The purchasing dealer to certify by signature to the appropriate information below)

I certify that the vehicie described above was purchased this date for the total price indicated

for the purpose of

(check sne)

Filling a bona fide order of one of my customers, which order is preseatly in my files and
will be retained and available for examination at any time by the Tax Commission within

five years from this date.

Reimbursing in kind the following accommodation sale made on T T
Make Model
Motor No
Year - Serial No
Purchasing Dealer
By:
Tila

WSADA Form No. 1



AFFILIATED COMPANY TRANSACTIONS 21

What ar e affiliated
company transactions?

Fully taxable

Examples

References

Some deslers choose to form separate legal entities to engagein
various activities of the dealership. For example, the dealership may
have a separate corporation for transacting leases. There may aso
be separate corporations with common ownership where more than
one line or make of new vehicles are sold. In some cases, assets
such as equipment may be owned by an individual and leased to
the corporation with the individual owning all of the stock of the
corporation.

Transactions between affiliated lega entities are fully taxable. The
transactions are taxed in the same manner asif they were not
affiliated. Whether the transaction is wholesale or retail will depend
on the nature of the particular sale.

1. ABC Dedler isacorporation selling new vehicles. XYZ Leasing
is a corporation which leases vehicles to consumers. The corporate
stock of XY Z iswholly owned by ABC. Customerswho are
interested in leasing a vehicle will select the vehicle from ABC.
ABC will then sell the vehicle at cost plus $500 to XY Z and XY Z
will lease the vehicle to the customer. The sale from ABC to XY Z
is taxable under the Wholesaling B& O tax classification, measured
by the total selling price charged to XY Z. XY Z is taxable under the
Retailing classification and required to collect and remit retail sales
tax on the monthly lease charges. The fact that ABC and XY Z are
affiliated has no bearing on the transaction.

2. Mr. Smith owns all of the corporate stock of ABC Dedler, Inc.
Mr. Smith also owns the building and all of the major equipment
that is used by the dealership and charges the deal ership a monthly
lease or rental charge. The rental of the building is anontaxable
rental of real property. The rental of the equipment isaretall sae.
Mr. Smith is required to collect and remit retail salestax on the
equipment rental charges, and is subject to the Retailing B& O tax.
He may purchase the equipment without payment of retail salestax,
if the equipment is purchased for purposes of renting or leasing the
equipment to the corporation with no intervening use.

Washington Administrative Code (WAC) 458-20-102
Washington Administrative Code (WAC) 458-20-211
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AUTOMOBILE MANUFACTURERS

ASSIGNING CARSTO THEIR EMPLOYEES
IN WASHINGTON 3-1

Automobile manufacturers or distributors will often assign vehicles to their employee representatives
for demonstration purposes, sales solicitation and personal usein the state.

What isrequired? An employee representative of an automobile manufacturer or
distributor may license an automobile in Washington by going to a
Department of Revenue office and completing a Declaration of Use
Tax showing the name of the manufacturer or distributor. The form
will show that use tax is not due based on WAC 458-20-132 (8).

How often can afactory It is common practice to replace these vehicles frequently so that
rep license vehicles? severa vehicles may be used by a company representative during the
course of the year.

Factory representatives may exchange vehicles every three or four
months or a certain number of miles.

How taxed When employee representatives desire to license replacement
automobiles of the same model year, the Department will waive
payment of use tax on the replacement, provided that use tax has
been paid under the following formula.

Computation of the use tax is based on the average selling price of al
new cars sold in the preceding year multiplied by the maximum
complement of cars of each model year in use at any time during the
year. The tax is due at the start of the model year. No further use tax
is due on the usua turnover or replacement of cars within the model
year.

Verification A copy of the Declaration of Use Tax will be retained by the
Department of Revenue. A Department of Revenue auditor may later
verify payment of the appropriate amount of use tax.
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AUTOMOBILE MANUFACTURERS

ASSIGNING CARSTO THEIR EMPLOYEES
IN WASHINGTON 3-2

Limited use This ruling applies only to automobile manufacturers and their
distributors when the vehicle is being registered in the name of the
respective manufacturer or distributor.

Reference Washington Administrative Code (WAC) 458-20-132
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CASUAL SALES

What isit?

Business and occupation tax

Retail salestax

Example

References

4-1

A casual saeisasae of tangible personal property by a
person who is not engaged in the business of selling the
type of property involved.

Business and occupation tax does not apply to casua sales.

The amount of the sale must be reported under the
Retailing B& O tax classification, but a deduction may be
taken on the deduction detail sheet for casual sales.

The retail sales tax must be collected on all casud saes
made to consumers by a person who isengaged in a
business activity.

A dealership who is upgrading their computer system sells
their old computer to one of its employees. The dedler is
not in the business of selling computers, therefore no B& O
tax is due, but the dealer must charge the employee retall
sales tax on the selling price of the compuiter.

Revised Code of Washington (RCW) 82.04.040
Washington Administrative Code (WAC) 458-20-106
Excise Tax Advisory (ETA) 318.04.106.211
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CONSIGNMENT SALES o-1

What isa consignment sale?

Conditions of consignment
sale

Tax due

A consignment sale is when the actual owner of avehicle (the
consignor) enters into a written agreement with a dealer
(consignee) to sall avehicle and to act as an agent for the
vehicle owner.

When adealer acts as an agent for a vehicle owner, severa
conditions must be present.

1. The books and records of the agent must show that the
transaction was made in the name of and for the owner of the
vehicle.

2. The records must show the vehicle owner's name, the
model and description of the vehicle and the buyer's name.

3. The records must show the actual amount received for the
sale, the amount of commission received and any other
incidental income received by the dealer for the transaction.

When an UNREGISTERED person consigns avehicleto a
dedler for sale, the dealer will collect the retail salestax. The
dedler will remit the retail salestax on its Combined Excise
Tax Return. Under the Retailing B& O tax classification, the
dealer will take a deduction for the amount of the
consignment sale on the deduction detail sheet. The dealer
will pay the Service and Other Activities B& O tax on the
amount received as commission and any other feesfor the
sale.

When a REGISTERED dealer consigns vehicles to another
deder for sae, the consignee (selling dealer) must report their
commission and any other fees under the Service and Other
Activities B& O tax classification. However, theretail sales
tax should be turned over to the consignor to be reported on
its Combined Excise Tax Return. The consignor owes the
Retailing B& O tax and must remit the retail salestax on the
full selling price.
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CONSIGNMENT SALES -2

Dealer sdllingin own
name

Example

Trade-Ins

References

When the deadler sells avehicle received from an unregistered
person in its own name, the sales are retail sales and the dealer
must pay the Retailing B& O tax and collect the retail sales tax.

Salesin the dedler's name of vehicles from other dedlers are dso
considered retail sales, subject to the Retailing B& O tax and the
retail salestax. The consigning dedler, in this case, is making a
wholesale sale to the selling dealer and must report under the
Wholesaling-Other B& O tax classification.

John Jones consigns his vehicle to Dealer A located in Olympia,
Washington. Mr. Jones says he does not want the car sold for
less than $3,000. A contract is drawn up showing that John
Jones has consigned his particular vehicle, make and model,
color, specia markings and equipment, to Dealer A for salefor
no less than $3,000. Dealer A will try to sell the car for one
month. If Dedler A sellsthe car, he will receive a 10%
commission plus afee of $50.

Dedler A sdlsthe car for $4,000. Dealer A isrequired to collect
the retail salestax on $4,000 at the Olympia rate of 8.0% or
$320. Dealer A takes his 10% commission, $400, plus his fee of
$50 and gives the remaining $3,550 to John Jones who owes no
taxes.

Deder A completesits Combined Excise Tax Returnin the
following manner: $450 under Service and Other Activities,
$4,000 under Retailing with a deduction of $4,000 described as
consignment sale, $4,000 under state sales tax and $4,000 under
the local salestax coded to location code 3403. Dealer A must
remit $328.23 to the Department of Revenue for this transaction:
$8.23 Service B& O; $260 state sales tax; and $60 local saestax.

For adiscussion of trade-insrelating to consignment sales, see
TRADE-INS (Chapter 37).

Revised Code of Washington (RCW) 82.08.040
Washington Administrative Code (WAC) 458-20-159
Washington Administrative Code (WAC) 458-20-221
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CORE CHARGES 6-1

What is a core charge? Persons who rebuild automotive parts such as water
pumps, clutches, alternators, etc., make a "core" charge
to the customer at the time arebuilt part is sold. The
core charge is ameans used by the rebuilder to ensure a
supply of rebuildable parts. This core charge generaly
follows the part through the distribution chain
(rebuilder, distributor, wholesaler, retailer) to the fina
sale to the consumer.

Isthe core chargerefunded? The core charge will be refunded to the customer if the
customer gives the seller arebuildable part.

B& O tax due The used part which is returned to the seller and
eventually to the rebuilder is considered to be part of the
consideration paid for the rebuilt part. The B& O tax is
due on the full selling price which includes the core

charge.
Considered trade-in - reduced The return of the used part is considered as atrade-in
salestax and areduction of the value on which retail salestax is
due.
Batteries In the case of batteries, the law requires the seller to

make afive dollar minimum core charge to encourage
the recycling or remanufacturing of batteries.

Return of rebuildable parts by The return of rebuildable parts by the dealer to the
dealer to supplier supplier is not a taxable transaction.
References Revised Code of Washington (RCW) 82.08.010

Revised Code of Washington (RCW) 82.08.036
Washington Administrative Code (WAC) 458-20-247
Washington Administrative Code (WAC) 458-20-250
Excise Tax Advisory (ETA) 163.04.08.107.247.250
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DEMONSTRATOR U3 OF VEHICLES /-1

What isa demonstrator vehicle?

B& O tax not due

B& O tax due

Retail salestax due

Usetax due

Usetax not due

A demonstrator vehicle is avehicle provided by dealersto
their sales staff, without charge, for any personal or
business reason other than (or in addition to) the mere
display or test driving of prospective purchasers.

The B & O tax does not apply upon transfer of vehiclesto
employees or other representatives for their persona use,
including demonstration, when no sale occurs.

Automobile dealers are taxable under the Retailing
classification on the sale or lease of automobilesto their
employees or other representatives for personal use,
including demonstration.

Theretail salestax applies on the sale or |lease of
automobiles, parts, and accessories by dealersto their
employees or other representatives for persona use by
such persons. The retail salestax does not apply to the
display of automobiles where no sale takes place.

When an automobile dealer purchases a passenger car or
pickup truck without paying retail salestax and usesthe
car or truck for persona use or demonstration purposes,
the use tax applies even if such persona car or
demonstrator may later be sold by the dedler.

The use tax does not apply to the display or short term test
driving of new or used automobiles by dealers, their
employees or other representatives. Neither does use tax
apply upon the personal use or demonstration of
automobiles which have been sold or leased to dedler's
employees or other representatives on which retail sales
tax has been paid. If the dealer reports under the "actual
method," use tax will not apply on demonstrator vehicles
if no such vehicles are actually used.
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DEMONSTRATOR U3 OF VEHICLES [-2

How isusetax computed? Automobile dealers may elect to compute the use tax on the
use of demonstrators (passenger vehicles and pick-up trucks
up to 3/4 ton) by sales staff on either a"one per 100 vehicles
sold" basis or on an "actual number of demonstrators used"
basis. Use of the one per 100 vehicles sold method will satisfy
the use tax liability for personal or business use of
demonstrators by sales staff employed by a new car dedler.
However, the one per 100 vehicles sold method will not
satisfy the use tax liability for the personal or business use of
vehicles by persons other than sales staff employed by the

dealership.
How do you figurethe 1 to The use of demonstrators is subject to the use tax on the basis
100 car basis? of one demonstrator for each 100 new cars and pickup trucks,

or fractional part of such number, of all makes or models sold
at retail, including lease transactions during a calendar year.
The first demonstrator vehicle reported during any calendar
year is subject to use tax measured by the full average retail
selling price. The average retail selling price is determined by
including dealer preparation, transportation, and factory
installed accessories of all makes and models of new
passenger cars and pickups sold during the preceding
calendar year divided by the number of such units sold. The
use tax on each subsequent demonstrator is measured by 25
percent of the average selling price.

Example A dealer with $3,000,000 in new vehicle gross sales for the
previous year, who sold 250 units that year derives an
average selling price of $12,000. The very first demonstrator
use in the current year will be valued at $12,000. All
subsequent demonstrators reported in the current year, based
upon the formula of one demonstrator for each 100 units sold,
will be $3,000. The usetax is paid as of the date of the first
sdein any calendar year and subsequently upon the sale of
the 101st car or truck. If adealer sold 340 unitsin the current
year, use tax would be due on four units (the first at 100
percent of the average retail salling price of all new vehicles
sold in the preceding year and the remaining three at 25
percent of the previous year's selling price of new vehicles).
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DEMONSTRATOR U3 OF VEHICLES /-3

Usetax on actual use basis

Can theactual reporting basis be
applied to use of vehicles other
than demonstration?

Changing reporting methods

Reference

Dealers who report use tax on demonstrators on an
actual basis are required to report use tax on each
vehicle assigned to demonstrator use. Thevaueis
computed in the same manner as under the one per 100
basis. Thefirst vehicle in the current year which is used
for demonstrator use is taxable on the full average
selling price of al new vehicles sold in the preceding
year. Additional vehicles during the year which are put
to use as demonstrators are taxable at 25 percent of the
average selling price of new vehicles sold in the
preceding year.

No, this method of computation applies only to use by
saes staff of demonstrator vehicles operated under
dealer plates issued to the dealership. Vehicles which
are required to be licensed other than to the dealership
are generally used substantially for purposes other than
demonstration and are subject to usetax. The usetax is
measured by the actual value (purchase price) of these
vehicles.

When an automobile dealer has el ected to report the
use tax under the "one per 100 basis," or upon the
actual number of demonstrators used, it must petition
the Department of Revenue, in writing, to change the
reporting method.

See PERSONAL USE OF USED VEHICLES
(Chapter 28) for tax liability of used car deders.

Washington Administrative Code (WAC) 458-20-132
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DISCOUNTSREBATES 3-1

What isa discount?

How should a discount be
reported on the Combined
Excise Tax Return?

Early pay discount

Example

Senior citizen discount

A discount is an amount or percentage taken off of the
actual selling price. The balance is the amount on which the
retail salestax is charged.

When the dedler gives atrue discount (not reimbursed by
the manufacturer or anyone else), the amount the retail
customer is actually charged is subject to the retail sales tax
and the Retailing business and occupation tax. If the saleis
awholesale sale, the amount the customer ischarged is
subject to the Wholesaling-Other B& O tax classification.

The amount of the sale, before the discount is subtracted,
should be reported in the gross amount column of the
Combined Excise Tax Return. When the discount is given,
the amount of the discount may be deducted in the
deduction column. Discounts on retail sales are deductible
under both the Retailing B& O and retail salestax
classifications, when the discount is subtracted before retail
salestax is added. Discounts on wholesale sales may be
deducted under the Wholesaling-Other B& O tax
classification.

Dealers often will reduce a bill for a customer who pays
early. Thisisalso adiscount.

Dedler A sdllspartsto aused car dealer who, in turn, uses
these partsto repair vehicles for resale. Dealer A will give
the used car dealer a 10% discount if the total bill ispaidin
full by the 10th of the following month. If the discount is
taken, the full amount of the sale should be reported under
Wholesaling-Other and a deduction for the discount should
be taken on the return.

A typical discount given by new automobile dedlersisto
senior citizens. With proof of their age, a percentage will be
removed from the cost of repair labor and parts.
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DISCOUNTSREBATES 3-2

Example Dealer A gives persons over 65 years of age a 10%
discount. The repair labor and parts total $100. Removing
the 10% discount would lower the cost to $90. Retail sales
tax and the Retailing business and occupation tax would be
due on $90.

If the repair labor and parts are covered by awarranty or
mai ntenance agreement, the senior discount will not apply
to any part of the charge (including the deductible).

References Washington Administrative Code (WAC) 458-20-107
Washington Administrative Code (WAC) 458-20-108
Revised Code of Washington (RCW) 82.04.160

What isarebate? A rebateis arefund given to the buyer by the manufacturer,
the distributor or the dedler.

How isarebate used? The customer may use the rebate as a portion of the down
payment on the vehicle or may take the rebate as cash and
not apply it to the vehicle sale. Many manufacturers require
that the rebate be used against the purchase price of the
vehicle.

How arerebates taxed? Rebates from the manufacturer or distributor are part of the
selling price of the vehicle. The amount of the rebate may
not be deducted from the selling price before retail sales tax
is charged, nor may it be deducted before computing the
B&O tax.

Rebates from the dealer are considered discounts and are
not part of the selling price. These rebates/discounts are not
subject to the Retailing B& O tax or the retail salestax.
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DISCOUNTSREBATES 8-3

Example Manufacturer A offers a $1,000 rebate for the purchase of a
new pickup truck. The customer may elect to use the
$1,000 as part of the down payment or take the $1,000 cash
and spend it in some other manner. The agreed selling price
of the pickup truck is $15,295. In either case, the amount
subject to retail salestax is $15,295. When using the rebate
as part of the down payment, the customer will only finance
or pay $14,295 plus interest. When taking the rebate for
cash, the customer will finance or pay $15,295 plus interest.

What isthe difference between With a discount, the customer does not have the option to

discounts and rebates? receive the cash and the sdller is actually taking aloss. With
arebate, the amount is given to the customer to be used asa
part of the sale or to take as cash. The seller does not take a
loss.

Manufacturers may aso give discountsto dealers. See
FACTORY FLOORING (Chapter 13) for more details.

References Washington Administrative Code (WAC) 458-20-108
Excise Tax Advisory (ETA) 494.08.108
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DONATED VEHICLES 0-1

What isa" donated" vehicle?

Usetax due

Computation of the use tax

Temporary letter of authority

References

Vehicles loaned to nonprofit or other organizations.

The use tax applies to the value of vehiclesthat are
required to be licensed and are loaned or donated to
civic, religious, nonprofit or other organizations.

The use tax may be computed for loaned vehicleson a
value of two percent per month multiplied by the
purchase price of the vehicle. Such tax isin addition to
the tax on the use of demonstrators as provided in
Washington Administrative Code (WAC) 458-20-132.

Vehiclesthat are not required to be licensed and are
used for the purpose of promoting or participating in an
event such as a parade, pageant, convention, or other
community activity are not subject to the use tax
provided the dealer obtains atemporary letter of
authority from the Department of Licensing or a special
plate in accordance with RCW 46.16.048.

Washington Administrative Code (WAC) 458-20-132
Excise Tax Advisory (ETA) 314.12.178
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DRIVER EDUCATION VEHICLES 10-1

Driver education vehicle

School requirements

Exempt

Formsrequired

Pur chase of vehicle

References

A driver education vehicle is one equipped with dual controls,
loaned to and used exclusively by a school in connection with its
driver training program.

The term "school” applies only to:

1. The University of Washington, Washington State University,
the regional universities, The Evergreen State College and the state
community colleges or

2. Any public, private or parochial school accredited by either the
state board of education or by the University of Washington (the
state accrediting station) or

3. Any public vocational school meeting the standard courses and
requirements established and prescribed or approved in accordance
with the Community College Act of 1967.

Driver education vehicles loaned to and used for driver education
by schools as defined above are exempt from the retail sales and
use taxes.

The Department of Licensing and the Superintendent of Public
Schools require aform called Agreement For Use of Traffic Safety
Education Cars to be completed in quintuplicate. Four copies must
go to the Office of the Superintendent of Public Instruction and the
last copy must go to the Department of Licensing. A copy of this
form is on page 10-2. The Department of Revenue will accept a
copy of this properly completed form as satisfactory proof that the
car was donated to the school for driver education.

A vehicle, with dua controls for use in driver education, purchased
by a school district is subject to the retail salestax at the time of
purchase. The law does not provide any exemptions for the
purchase of such vehicles.

Revised Code of Washington (RCW) 82.12.0264
Washington Administrative Code (WAC) 458-20-178
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Office of Superintendent of Public Instruction \
TRAFFIC SAFETY EDUCATION

AGREEMENT FOR USE OF
TRAFFIC SAFETY EDUCATION CARS

Agreement entered into this ‘i dayef e )

between

NAME OF DEALER TAX NUMBER

ADDRESS CITY STATE ZIP

NAME OF SCHOOL DISTRICT

ADDRESS aITy STATE zZIP

hereinafter called Dealer and School District respectively.

Dealer shall deliver to School District the below-described, free-loan vehicles:

MAKE OF CAR SERIAL NUMBER YEAR LICENSE NUMBER
For School District's special use from Y , to
DATE
;19 , which shall be the termination date of this
DATE

agreement. All of the terms and provisions contained on the reverse side hereof are by the reference

incorporated in this agreement.

Dealer Date 719
By Title

School District Date , 19
By Title

AFFIDAVIT AND CERTIFICATE OF EXEMPTION

Signature of Agent for Department of Revenue

\ Date , 19 /

White - Dealer Pink - Dept. of Licensing
Green - School District Goldenrod - Traffic Safety Ed.

FORM SPI M-767 (Rev. 7]{93) Yellow - Regional Office Auto. Manuf.




EXECUTIVE VEHICLES 11-1

What is an executive vehicle? An executive vehicleis avehicle regularly used by a dealer
or a person associated with a dealership (firm executive,
corporate officer, partner, or manager) who does not have a
recent model car registered and licensed in his’her own name
for personal driving.

Executive vehicles do not include those provided to the sales
staff. See DEMONSTRATOR USE OF VEHICLES

(Chapter 7)
How isthe usetax The use tax applies to the value of one such car for each two
determined? calendar yearsin addition to the tax which appliesto
demonstrator use by sales staff.

The measure of the use tax is the same as the measure for the
computation of use tax on subsequently used demonstrator
vehicles. It is, 25 percent of the average selling price of al
makes and models of new passenger cars and pickup trucks
sold at retail during the preceding year.

Vehiclesnot sold by the The dealer may not include new vehicles which are not of
dealership the type or model of new vehicles authorized to be sold by
the dealer's franchi se agreement within the executive car
reporting method.

Only vehicles removed from inventory for use by the
executives are considered executive vehicles.

Special purchases Vehicles purchased specifically for use by the executives are
taxable on the purchase price of each vehicle.

Vehiclesused by the No use tax, in addition to that outlined above will be due if
immediate family of executives members of the immediate family of the executive also use a
vehicle from inventory which is not otherwise licensed or
required to be licensed.

"Immediate family" includes only the spouse and children of
the executive who live in the same household as the
executive.

Reference Washington Administrative Code (WAC) 458-20-132
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EXEMPT VEHICLE SALES 12-1

Who isexempt from retail sales Dealers may sell vehicles or trailers to the following types
tax? of customers without collecting retail salestax:

1. Nonresidents of Washington, including persons from
other countries. See NONRESIDENTS (Chapter 25)

2. Nonresident military personnel who are temporarily
stationed in Washington. See MILITARY (Chapter 22)

3. ICC carriers with authority to transport across the state's
boundaries. See INTERSTATE AND/OR FOREIGN
COMMERCE CARRIERS (Chapter 18)

4. Native Americans and their tribes. See NATIVE
AMERICANS (Chapter 24)

5. The United States Government. See GOVERNMENT
SALES (Chapter 16)

6. Foreign Governments and diplomats. See
GOVERNMENT SALES (Chapter 16)

Specific conditions required There are specific conditions that must be met in order for
these sales to be exempt from retail salestax. Certain
affidavits are required to document that the customers have
qualified for the sales tax exemption. These affidavits
should be retained as permanent records subject to audit.

Contradictory information Dealers must exercise good faith and a degree of care
when taking affidavits. Other contradictory information in
acustomer's file may negate the exempt status of the sale.
Contradictory information could include financing
applications, credit bureau information, or other documents
that show that the customer is a Washington resident.
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EXEMPT VEHICLE SALES 12-2

Example A customer claimsto be an Oregon resident and purchases
anew vehicle at a Washington dealership. The Oregon
resident shows an Oregon driver's license, an Oregon
fishing license and has a post office box mailing addressin
Oregon which matches the driver's and fishing licenses.
The down payment is made with a check from alocal bank
and that same bank will be the lien holder on the vehicle.
Thereis good cause to check further to be sure the
customer is actually an Oregon resident. Additional proof,
such as Oregon income tax returns, Oregon voter's
registration and a physical addressin Oregon should be

requested.
M ethods allowing tax 1. Trip Permit - The vehicle or trailer must leave the
exemption dealer's premises under the authority of atrip permit. An

affidavit, such as the one on page 12-4, must be used when
this method isused. If the vehicle or trailer hasvalid
Washington plates, the plates must be removed prior to
final delivery. Records must be kept showing disposal of
the removed plates.

2. Nonresident License Plates - The vehicle must leave the
deder's premises with license plates issued by the state of
residence of the customer, or in the case of military
personnel, a45-day permit. An affidavit smilar to the one
on page 12-4 must be used when this method is used.

3. Out of State Delivery - The vehicle or trailer must be
delivered to the customer outside Washington. It
cannot be licensed or titled in Washington nor can it
have valid Washington plates attached at the time of
final delivery. Use the certificate on page 12-5 when
this method is used.

4. Delivery Shipside - The vehicle or trailer must be
delivered to shipping terminals for delivery to persons
who reside in non-contiguous states. It cannot be
licensed or titled in Washington nor can it have valid
Washington plates attached at the time of fina delivery.
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EXEMPT VEHICLE SALES 12-3

M ethods allowing tax
exemption (cont) 5. U.S. Government - The dealer must have

documentation that the sale was to the United States

government and was paid for by government voucher.

6. Foreign Governments and Diplomat - A copy of the
diplomatic exemption card must be kept in the dedler's
records.

Affidavits Copies of affidavits may also be found in WAC 458-20-
177. Thereis no specific affidavit for salesto the
government or for sales to persons with diplomatic cards.
The affidavits must be taken at the time of delivery. They
will not be accepted by the Department, if received after
the fact.

B& O and retail salestax Under 1, 2, 4, 5 and 6, exemption is authorized for the
retail salestax only. Under 3, both the B& O and retail
saestax are exempt.

References Revised Code of Washington (RCW) 82.08.0263
Revised Code of Washington (RCW) 82.08.0264
Washington Administrative Code (WAC) 458-20-174
Washington Administrative Code (WAC) 458-20-177
Washington Administrative Code (WAC) 458-20-192
Washington Administrative Code (WAC) 458-20-193
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AFFIDAVIT 12-4

For use by aNONRESIDENT buyer of avehicle transporting the same outside this state under the authority of

(&) __ Trip permit
(b) ___ Nonresident license plates (check appropriate box)

STATE of WASHINGTON }
} ss
COUNTY of }

(Purchaser) , being first duly sworn on oath, deposes and says:
That he is a bona fide resident of the State of and that his addressis_ (street and number or rurd
route) , (city, town or post office) , (state) ; That on this date he has purchased from _ (dedler) the
following described vehicle, to-wit:

Make Model
Y ear (Motor Number)(Serial No.)

and that said vehicle is being purchased for use outside this state and that the same will be driven from the
premises of the dealer under the authority of (a) a trip permit numbered which has been issued to
him authorizing the transit of said vehicle, or, (b) that said vehicle is being purchased for use outside this state
and will not be used in the State of Washington for more than three months; and That the affiant has licensed
said vehicle in the state of and has had issued to him by that state license plates numbered

which are valid until __(expiration date of license)  and that said plates have been affixed to said
vehicle prior to thetime it has | eft the premises of the dealer.

Dated at , Washington, this day of , 20
(Signature)
Service No. if Member of Armed Services
Subscribed and sworn to before me this day of , 20
(Signature)
Notary Public in and for the State of Washington, residing at

CERTIFICATE OF DEALER

| hereby certify that before final delivery of the vehicle described in the foregoing affidavit (a) | have examined
trip permit No. which authorizes transit of the vehicle described, or (b) that license plates
numbered , issued to said vehicle by the gstate of and expiring , were
affixed thereto. | further certify that | have personaly examined two or more of the following items of
documentary evidence showing the purchaser's residency in the state of :

Driver'slicense Voter's registration
Fishing or hunting license Income tax returns
Other (specify)

| further certify that if the vehicle sold was aready licensed with valid Washington plates, they were physically
removed by , agent of the seller.

(Signature of dealer or representative) (Title-Officer or Agent)



CERTIFICATE OF OUT-OF-STATE DELIVERY 12-

(To be obtained from the purchaser at the time delivery is made to him at a point outside Washington)

The undersigned hereby certifies that he/she is a bona fide resident of the State of and that his
addressis , , ; That on the
(street and number or rural route)  (city, town or post office) (state)
day of ,20__, he purchased from the following described vehicle to-wit:
(Dedler)
Make Model
Year (Motor Number)
(Serid No.)

and that said vehicle was purchased for use outside Washington state;
That under the terms of the sales agreement the dealer was required to, and did on this day, deliver said vehicle
to him at .

(Place of delivery)

Dated at , , this day of , 20

(Signature)

Service No. if Member of Armed Services

CERTIFICATION OF DEALER

| hereby certify that | have this day delivered the vehicle hereinabove described to , a
(Name of Purchaser)

(Place of Ddlivery)

Dated

(Signature of dealer
or representative)

(Title-
Officer or Agent)



FACTORY FLOORING 13-1

All vehicles purchased by a dealer and placed into inventory carry a surcharge from the manufacturer
for interest expense credits. A portion of this surchargeisfor the dealers holdback program and the rest
isfor the dealers Wholesale Floor Plan Protection Program (WFPP).

Holdback program This amount is a credit to the dealer's open account in the
month or quarter immediately following the date the
vehicle isinvoiced to the dealership.

WFPP (Wholesale Floor Plan This plan has two options.

Protection Program)
Under Option 1, the dealership receives the holdback
automatically, it is not contingent on the dealer financing
or even selling the vehicle. The second portion under the
WFPP isreturned to the dealer in a different format. An
amount derived by formulais credited to the dealer during
the month immediately following the date the dealership
was invoiced for the vehicle. The dealer receives a certain
number of "interest free" days and a guaranteed rate for
additional days.

If the vehicles are financed through a lender, not the
manufacturer, a credit is given to the dealership for al
additional interest paid above the guaranteed rate up to the
rate charged by the manufacturer. Thisamount is
computed up to the date the vehicleis sold and is credited
to the dealer's open account.

Under Option 2, both portions are credited to the dealer's
open account on a monthly basis. The dealer receives
credit for exactly the same surcharge listed on its purchase
invoice that it paid to the manufacturer.

Tax due No tax is due on these credits, they are merely an
adjustment to the original purchase price of the vehicle.
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FACTORY FLOORING 13-2

Other programs

References

Dedlers receive payment from manufacturers through a
number of programs. The taxability of the payments depends
on the nature of the program. Payments that are bonafide
cash discounts taken by the dealer or represent an adjustment
to the dealer’ s purchase price are not subject to tax.

However, payments (whether credits against future purchases,
checks, or cash) received for providing any servicesto the
manufacturer, are subject to B& O tax. For example, dealers
are often required by the manufacturer to inspect, condition
and repair vehicles prior to sale by the dealer. Payment for
these “make-ready” services are subject to the wholesaling
B& O tax whether it istermed a“ dealer discount”,
“holdback”, “refund”, or “reimbursement”.

Washington Administrative Code (WAC) 458-20-108
Washington Tax Decision (WTD) 11 WTD 263 (1991)
Excise Tax Advisory (ETA) 034.04.108
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FEDERAL TAXES 14-1

Consumer tax collected by dealer Consumer taxes collected by the dealer as an agent for

as agent the federal government are not subject to the business
and occupation tax and the retail sales tax. These taxes
are calculated BEFORE the federal tax is added.

Examples of federal tax not subject A federal tax not subject to the retail sales or B& O tax
to salestax isthe 5% luxury tax charged on vehicles which cost
over $38,000.

Another federal consumer tax is the 12% excise tax
charged on certain trucks, tractors and trailers. Aswith
the luxury tax, the retail salestax and B& O tax are
figured before this tax is added to the selling price as
long as they remain consumer taxes.

Businesstax on dealer or When the tax is on the business selling the vehicle,

manufacturer such asthe gas guzzler tax which isimposed on the
manufacturer or importer, the business and occupation
tax and the retail salestax are figured AFTER that tax
has been added.

Taxes separ ately stated The taxes imposed on the manufacturer, importer or
sdller of vehicles may or may not be separately stated
on the manufacturer's suggested retail price sticker. In
either case, the tax must be included in the amount
subject to the B& O and retail sales taxes.

Questions If adealer has any questions about whether atax
should be included in the "selling price" or the "gross
proceeds of sales" for business and occupation tax and
retail salestax respectively, they may call the
Department of Revenue toll-free at 1-800-647-7706.

References Revised Code of Washington (RCW) 82.04.070
Revised Code of Washington (RCW) 82.04.080
Washington Administrative Code (WAC) 458-20-107
Washington Administrative Code (WAC) 458-20-195
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FREIGHT AND DELIVERY CHARGES 15-1

For specific customers It is not unusual for automobile dealersto charge specific
customers the actual freight and delivery costs for parts or
other items ordered from a distributor or manufacturer. The
trangportation charges that cover the cost of getting the part
from the supplier to the dedler are part of the dealer's cost of
doing business. Any recoveries of these costs, which are
passed on to the customer, are considered to be additional
income from the sale of the item and subject to Retailing
B&O and retail salestax when the saleis to a consumer.

Listed separately on sales Some dedlers may list the transportation charges as a

invoice Separate item on the salesinvoice issued to purchasers of
new vehicles. This transportation charge is the cost to the
dealer of having the vehicle delivered from the factory or
distribution point to the dealer's place of business. If these
costs are passed aong to the customer, they are subject to
Retailing B& O and retail salestax when thesaleisto a
consumer.

After receipt of goods Trangportation or delivery costs incurred after the customer
has taken receipt of the goods are not part of the selling
price when the dealer is not liable to pay or has not paid the
carrier. It must be clearly shown that the customer aloneis
responsible to pay the carrier.

Examples 1. ABC Dealer orders a new bumper at the request of a
specific customer. ABC charges the customer $200 for the
bumper and $20 for the transportation costs. The entire
$220 is subject to Retailing B& O and retail sales taxes.

2. ABC Dedler has afleet sales contract with amajor
customer which provides that new vehicles will be sold at
the dealer's cost plus $800. Included in the dedler's costsis a
freight equalization charge of $400. Thisfreight chargeis
subject to the Retailing B& O and retail sales taxes.

References Revised Code of Washington (RCW) 82.08.010
Washington Administrative Code (WAC) 458-20-110
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GOVERNMENT SALES 16-1

CITY,COUNTY, STATE GOVERNMENTS

Aresalesto city, county or Theretail salestax is due on sales of vehicles to the state of
Washington state Washington, its departments and institutions and to counties,
gover nment exempt from cities, school districts and all other municipal subdivisions of the
retail salestax? state.
Arethere any exceptions? Yes. Vehicles loaned to and used for driver education by

schools. See DRIVER EDUCATION VEHICLES (Chapter
10) Ride sharing vehicles. See RIDE SHARING VEHICLES
(Chapter 39)

Reference Washington Administrative Code (WAC) 458-20-189

UNITED STATESGOVERNMENT

What constitutesa saleto The sale of avehicle must be made directly to the United States,

the federal government? its departments, institutions and instrumentalities, or agencies
directly operated and controlled by the federal government for
the benefit of the general public. Seelist below.

Salesto ingtitutions which have been chartered or created under
federal authority which are not directly operated and controlled
by the government for the benefit of the general public, are not

considered salesto the federal government.

Salesto representatives or Sales to personsin the Army, Navy or Air Force of the United
employeesfor own use States, including civilian employees in such service, are not
exempt from the retail salestax. See MILITARY (Chapter 22)

No exemption is permitted for salesto or by voluntary
unincorporated organizations of Army or Navy personnel which
are not instrumentalities of the United States, national banking
associations, persons licensed to engage in private businesses
under federal statutes, or contractors engaged in performing
contracts for the United States government. Likewise, the retail
sales tax appliesto sales made to the Washington State
Department of Social and Health Services, Employment Security
Department and Department of Health, even when those
departments are reimbursed with federa funds.
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GOVERNMENT SALES 16-2

B& O tax

Retail salestax

UNITED STATES
GOVERNMENT
DEPARTMENTS,
INSTRUMENTALITIES
AND AGENCIES

Agencies congressionally
exempt by establishment
or specific statutory
exemption

No deductions are allowed from the B& O tax for business
transacted with the United States, its departments, ingtitutions or
instrumentalities.

Direct purchases by the federal government are exempt from the
retail salestax, but purchases by others, whether with federal
funds or through a reimbursement arrangement, are fully subject
to the retail salestax. Salesto federa employees or
representatives of the federal government are subject to salestax,
even though the federal government may reimburse them for all
or apart of such expenses.

Agriculture

Commerce

Interior (Including Bonneville Power Administration and the
Tennessee Valley Authority)

Justice

Labor

Post Office

State

Treasury

Nationa Military Establishment (Army, Navy and Air Force)

Central Banks for Cooperatives (if stock is owned by the United
States)

Civil Service Commission

Export-import bank

Farm Credit Administration

Farm credit banks

Farm Loan Association

Federal Deposit Insurance Corporation

Federal Home Loan Banks

Federa Home Loan Mortgage Corporation

Federal Housing Administration (including Housing and Urban
Development)

Federa Land Banks

Federal Nationa Mortgage Association
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GOVERNMENT SALES 16-3

Agencies congressionally Federa Reserve Banks
exempt by establishment or Federal Savings and Loan Insurance Corporation
specific statutory Federally Chartered Credit Unions
exemption (cont.) Government National Mortgage Association

Home Owner's Loan Corporation
Rura Electrification Administration
Socia Security Board

United States Maritime Commission
Veteran's Administration

References Washington Administrative Code (WAC) 458-20-190
Washington Administrative Code (WAC) 458-20-177

FOREIGN GOVERNMENTSAND DIPLOMATS

Foreign diplomats Ambassadors or foreign consuls are exempt from the retail sales
tax, with limitations. Each foreign mission isissued atax
exempt card by the U.S. Department of State. The cards are
color coded and state the amount and the type of items which
may be purchased tax exempt. See the publication Diplomatic
Tax Exemption Program on pages 16-5 and 16-6 for specific
limitations.

THESE DIPLOMATIC CARDSMAY BE USED FOR
TOTAL EXEMPTION ON REPAIRS AND PURCHASES
OF VEHICLES, IFTHE LIMIT ON THE CARD ALLOWS.
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GOVERNMENT SALES 16-4

Taiwan Relations Act Under the authority of the Taiwan Relations Act, the
Coordination Council for North American Affairs (CCNAA)
and its foreign national employees are not required to pay sales
tax. The U.S. Department of State also issues cards to these
employees.

THESE CARDSMAY BEUSED TO PAY FOR REPAIRS
AND PURCHASE VEHICLES.

Sales to these persons are taxable under the Retailing B& O tax
classification. Theretail salestax deduction may be shown as
"salesto nonresidents or other" explained as "exempt foreign
diplomat or Taiwan Act sales’.
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INTERNAL CHARGES 17-1

What areinternal
(interdepartmental) char ges?

Vehiclerepairs made by own
repair shop

Not subject to B& O or retail
salestax

Shop vehicles - usetax due

Examples

New vehicle dealerstypically maintain a system of
accounting which measures the profitability of the various
departments of the dedlership. Different departments of the
company may be charged by other departments for various
activities.

It may be necessary to make repairs to new or used vehicles
in the process of preparing the vehicles for sale. When these
repairs are made by the dealership's own repair shop or the
parts come from its own parts department, an internal charge
will be made. This charge will be recorded as a sale from the
parts or repair department to the new or used car department.

These interna charges between departments of the same
legal entity are not taxable sales and are not subject to B& O
tax. The parts are not subject to sales or use tax if the parts
are placed on a vehicle which is being repaired or held for
sale.

The use tax does apply to parts which are installed on shop
vehicles which are for the use of the dealership.

1. ABC Deder has aused vehiclein its used car inventory.
The vehicle is serviced by the dealer's repair shop with new
oil and anew oil filter installed. The used car department is
charged for this service by the repair department. These
internal charges are not subject to B& O tax. No retail sales
or use tax is due.

2. ABC Dedler hasits own tow truck. It aso has "loaner"
vehicles which are loaned at no charge to customers while
the customer's vehicle is being repaired. The dealer's repair
department installs new spark plugsin these vehicles and
charges other departments. No B& O tax applies to these
charges. However, the dealer is required to pay use tax on
any parts removed from inventory which are placed in these
vehicles. Since these vehicles are not being held exclusively
for resale, any replacement parts are taxable.

AUTO DEALERS GUIDE * FALL 2000



INTERNAL CHARGES 17-2

Washington Administrative Code (WAC) 458-20-203

References ‘ Washington Administrative Code (WAC) 458-20-201
Excise Tax Advisory (ETA) 86.04.201.203

AUTO DEALERS GUIDE * FALL 2000



INTERSTATE AND/OR FOREIGN

COMMERCE CARRIERS

Exemption requirements

Exemption Certificate

Reporting

Sales of motor vehicles and trailers used for
transporting persons or property for hirein interstate or
foreign commerce are exempt from retail salestax if
one of the following requirements is met:

1. The customer is the holder of a carrier permit issued
by the Interstate Commerce Commission (ICC) or its
successor agency; or

2. The customer operates under contract with the
holder of a carrier permit issued by the ICC or its
SUCCessor agency.

The seller, at the time of sale, must obtain afully
completed exemption certificate. An aternative to the
exemption certificate found in WAC 458-20-174 is the
“Buyers Retail Sales Tax Exemption Certificate.”
Either certificate may be used.

A “Buyers Retail Sales Tax Exemption Certificate”
can be found on pages 18-3 and 18-4 or on the Internet

a http://dor.wa.gov/forms/other.htm.

Salesto ICC carriers are reported under the Retailing
of Interstate Transportation Equipment classification of
the B& O tax. Thiswould include:

1. Sales of motor vehicles, trailers, and component
parts,

2. Leases of motor vehicles and trailers without
operators; and

3. Charges for labor and service rendered in respect to
cleaning, repairing, altering or improving vehicles and
trailers or component parts thereof.

A deduction may be taken for salesto out-of-state
buyers when delivery is made out-of-state. This
deduction should be shown on the deduction detail
sheet under the Interstate and Foreign Sales category.

AUTO DEALERS GUIDE * FALL 2000



INTERSTATE AND/OR FOREIGN

COMMERCE CARRIERS

Repair Charges made for repairs of ICC carrier vehicles or the
installation of parts are specifically exempt from the retail
salestax also. Thisincludes charges for constructing,
repairing, cleaning, atering or improving the vehicles.
The vehicles must be used for hauling for hire under the
|CC permit to be eligible for this exemption.

The“Buyers Retail Sales Tax Exemption Certificate” or
certificate as described in WAC 458-20-174 must be
fully completed and must be retained by the seller.

Component parts The “Buyers Retail Sales Tax Exemption Certificate” or
certificate as described in WAC 458-20-174 must be
fully completed and must be retained by the sdller.

See PARTS (Chapter 26) for additional information.

References Washington Administrative Code (WAC) 458-20-174
Revised Code of Washington (RCW) 82.04.250
Revised Code of Washington (RCW) 82.08.0262 -
.0263
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5 Sate of Washington

BUYERS RETAIL SALESTAX EXEMPTION CERTIFICATE
Not to be used as a resale certificate

Sdlerswho in good faith accept properly completed copies of this certificate are relieved of the responsibility to collect
sdestax on the types of sdesindicated. Certificates must be obtained at the time of the sdle. Sdllers must retain a copy of
this certificate to document the exempt sde.

Vendor/Seller Date

Street Address City Sate Zip Code

I, the undersigned buyer, certify | am making an exempt purchase for the following reason: (check applicable box(es))

1. Manufacturing Machinery and Equipment:
[_] Check hereif using as a blanket certificate for these purchases.
a. [_] Used directly in amanufacturing operation.
b. [_] Used directly in aresearch and development operation.

2. Nonresident:

Place of Residence Proof of Residence

a. [_] Equipment for usein afarming activity (Include brand, model and address of use):

b. [] Watercraft (Include make, model and serial number of vessel)

[ ] Registered or documented with the US Coast Guard or state of principal use and will leave Washington
waters within 45 days; or

[ ] Buyer isaresident of aforeign country. Purchase is for use outside Washington and will leave Washington
waters within 45 days.

Sdller’s Signature

c. [_] Tangible persona property for use in a noncontiguous state delivered to the usual receiving termina of the
shipper.

Type of Goods Purchased

Point of Delivery Carrier/Agent

d. [] Tangible persona property other than motor vehicles and those mentioned above for use outside Washington by a
resident of a state, possession, or province of Canada, with a sales tax of three percent or less.

REV 27 0032 (10-22-99) 1



3. Interstateor Foreign Commerce or Commercial Deep Sea Fishing Business:

a. [_] Motor vehicles, trailers and component parts thereof used to transport persons or property for hirein
interstate or foreign commerce.

b. [] Airplanes, locomotives, railroad cars or watercraft and component parts thereof used in transporting persons
or property for hire.

c. [_] Labor and services rendered in respect to constructing, repairing, cleaning, atering or improving for hire carrier
property.

d. [] Items for use connected with private or common carriers engaged in air, rail or water in interstate or foreign
commerce. (Note: Items consumed in the state are subject to use tax)

e. ] Fuel to be consumed outside of Washington by a vessal primarily engaged in foreign commerce.

Vessel Name
Type of Fuel Quantity
f. [] Watercraft, component parts, labor and services, and/or diesal fuel used in a qualifying commercia deep sea
fishing operation.
Registered Vessel Name Vessel Number

4. Other:
a. ] Prescription items (include description):

b. [_] Machinery and equipmert (including labor and services to install) used in generating electricity by wind, solar
energy or landfill ges.

c. ] Equipment rental and purchase of services for use in motion picture and video production.
d. [_] Objects of art or cultural value purchased by an artistic or cultural organization.

e. [_] Tangible personal property or services purchased by Indians or Indian tribes when the goods are delivered within a
reservation.

f. [ Purebred livestock for breeding purposes:

Purebred Type Registered Breed Association
Anima Name

I, the undersigned buyer, understand that by completing and signing this certificate | am certifying that | qualify
for the tax-exempt purchase(s) indicated above. | understand that | will be required to pay sales or use tax on
purchases that do not qualify for an exemption. In addition, | understand that false or erroneous use of this
certificate will result in liability for unpaid tax with interest and may result in additional penalties.

Type of entity: [_] Individud [_]Corporation [_] Sole Proprietor [_] Partnership [_] Other (Explain)

Type of Business UBI No.

Name of Buyer Title

Signature of Buyer
Street Address
City State Zip

Each exemption on thisform has special rules (see instructions)
To inquire about the availability of thisform in an adternate format for the visually impaired, please call (360) 753-3217. Teletype

(TTY) users may call (800) 451-7985. Y ou may aso access tax information on our Internet home page at http://dor.wa.gov
REV 27 0032 (10-22-99) 2



LEASESRENTAL 19-1

Definition

Series of transactions

Trade-in

Rate of retail salestax

When retail salestax isdue

Brokered lease

Theterms"leasing” and "renting" can be used
interchangeably and refer to the act of granting another the
right of possession to and use of avehicle for a specified
time and, ordinarily, for fixed payments.

A leaseis not asingle transaction or sale, but a contract for a
series of transactions. A lease or rental to the consumer is
considered aretail sale. Leases or rentals to those who will
re-rent or re-lease the vehicle are wholesale sales.

A vehicle owned by the prospective lessee may be used asa
trade-in to lower the amount of the retail salestax due on the
lease. See TRADE-INS (Chapter 37).

For avehicle which isleased or rented for a short period of
time, such as when their persona vehicle is being repaired,
the retail salestax rateisthe rate of the location of the lessor.

Theretail salestax rate of avehicle which isleased longer
than for aday or week isthe rate in effect where the vehicle
isusualy kept by the lessee, for al lease payments made.
The lessor's business location is used for any down-payment
(capital cost reduction) or pay-off payment.

In either situation, the retail salestax is due on each payment,
when the payment is due.

A brokered lease consists of : the automobile dealer (broker),
alessee, afinancia ingtitution and an automobile (usudly in
another dealer'slot). The broker pays the Service and Other
Activities B& O tax on the commission received for
brokering the sale. The dealer who actually providesthe
vehicle is making an accommodation s